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NONPROFIT SALES BETWEEN PARENT AND SUBSIDIARY CORPORATION

Issued August 26, 1966

Where a corporation, in dealing with certain customers, sells products to a subsidiary corporation
which then sells the products to the customers, is the subsidiary corporation taxable on the gross receipts
from the sales?

The taxpayer was a wholly owned subsidiary of another corporation.  To hide the fact that the
parent corporation was selling petroleum products to certain of its customers, the taxpayer was used as a
conduit through which the transactions were routed.  Invoices described the taxpayer as purchasing
products from its parent and as selling the products to the customers.  The parent corporation delivered the
products in its unmarked trucks, but the employees represented themselves as being employees of the
taxpayer.  No profit was made by the taxpayer on the sales.  The taxpayer claimed that, since the two
corporations were closely affiliated and the transactions between them were for the convenience of the
parent, the transactions were merely bookkeeping entries and did not constitute taxable sales.

RCW 82.04.040 defines sale to mean "any transfer of the ownership of, title to, or possession of
property for a valuable consideration."  The records of both corporations showed a transfer of the title and
ownership of the petroleum products.  Although no transfer of the physical possession of the products
occurred, the Commission held that the taxpayer was taxable on the sales to its parent's customers.  The
taxpayer was a separate corporate person, and, because it was organized to make the very sales in question,
it could not discard its corporate status with regard to the Business and Occupation Tax liability on those
sales.

See Washington Sav-Mor Oil Co. v. Tax Commission, 58 Wn.2d 518 (1961).  (Order.)


